A meeting of the Federal Reserve Board was held in the office of the

Governor on Friday, May 3, 1929 at 11:50 a.m.

Hd

RESENT: Vice Govermor Platt
Mr. Hamlin
Mr. Miller
Mr. James
lr. Cunningham
Mr. lMcClelland, Asst. Secretary
PRESENT ALSO: Honorable Newton D. Baker
Mr. Wyatt, General Counsel
Mr. Smead, Chief, Division of Bank
Operat ions.

Mr. Baker stated that he has discussed with lMr. Wyatt the opinion
Tendered in his memorandum of March 7 on the subject of the power of the
Boarq to enforce the principles regarding the proper use of the credit
facilities of the Federal Reserve System laid down in the Board's letter of
February 2nd and thereafterto all Federal Reserve banks.

He stated that he concurs entirely with Mr. Wyatt on the question of
the powers of the Board. That when the- Federal Reserve Act was constructed,
the intention of Congress, whether expressed in language or to be read by
neCGSSary inference, was to equip the Federal leserve Board, a public body,
Tather than the Federal Reserve banks which are in a sense private bodies,
With the power to protect and conserve the national interest from a financial
Point of view; that whatever the Board, in the exercise of sound discretion,
Day determine to be necessary to accomplish that purpose, in his opinion, the
Courtg will sustain as within its duty. That is to say, oi course, any action
Which the Board may take along lines fairly within the general purpose of the

dct

Mr. Baker then stated that he was disposed to place no limit on the
POwer of the Board in pursuing the authority given it and in accomplishing

the objects entrusted to it except the obvious requirement that action by
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the Board should be based upon @ sound exercise of the Board's discretion. He
8dded that although thg present situation could not have been explicitly in
the ming of Congress when the act was passed, nevertheless, the present situa-
tion is but an extension in a new form of the evils which had existed prior to
the passage of the Act; and that he has no doubt that the powers of the Board
are adequate to meet the present situation by whatever remedy of the kind sug-
89sted the Board feels necessary té accomplish the result.

He then discussed with the members of the Board the question of
Seeking an opinion from the Attorney General of the United States on the
Question and stated reasons why in his opinion such action would be inadvisable

8t the present time. At the conclusion of the discussion, he stated that he

P
s

Would study the opinion rendered by lur. Wyatt carefully end be prepared, &at
the request of the 3oard, either to join in it formally or to supplement it.
lig stated he would like to have it understood that if the Board arrives at
8 point where it feels it should take steps regarding which there is guestion
88 to its authority, he can be called to Washington over night for consulta-
tion,

At 1:20 pem. the meeting r ecessed and reconvened at 3:15 pem., the
S8me members being present as attended the morning session, with the exception
of Mr. Pole. Mr. Smead was also in attendance.

Discussion then ensued with respect to the necessity of addressing
letters to the Federal Reserve Banks of Minneapolis, Kansas City and Dallas
As 8long the 1ines of those addressed within the last day or two to all other

=
“@deral Reserve bankse

The Committees on the respective Districts ex-
pressed the opinion that the situation in those Dis=
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tricts does not require such action and, upon motion,
it was voted that no letters be written to the banks
named at this time,
. YMr. Hamlin presented a letter dated lay 2nd from the Federal Reserve Agent
8 Cleveland, inouiring whether there would be any objection to his accepting

the Presidency of the Cleveland Association of Credit lien for the coming year:

Upon motion, it was voted to interpose no objection
to Iir. DeCamp accepting the office.

The minutes of the meetings of the Federal Reserve Board held on 4pril 30th
814 May 1st were read and approved.
The minutes of the meeting of the Federal Reserve Board held om May 2nd
Were read and approved as amended.
)
t) The Vice Governor stated that he understood that had the Secretary of the
m
*Peasury been present at the meeting on liay 2nd he would have voted in favor
f the increase proposed by the New York directors in the rate of that bank.
Letter dated May lst from the Assistant Federal Reserve Agent at Phila-
delphia, correcting advice previously transmitted of action taken by the
barg op di rectors on that date with respect to the discount rate of the bank;
the letter stating that the action should have been reported as follows:
"Our board of directors today voted to establish a re-
discount rate of 65 on all classes of paper, of all maturi-
ties, effective the first business day following that on
which approved by the Federal Reserve Board. This action
to be held under review by the Federal Reserve Board until

Friday, lay 10th, and not approved unless and until a sim-
ilar rate is approved for the Federal Reserve Bank of New

York."
s Noted.
Telegram dated May lst from the Chaimmen of the Federal Reserve Bank of

St, Louis, advising that the board of directors at a meeting on that date
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Made no change in the bank's existing schedule of rates of discount and pur-
Chage,
Without objection, noted with approval,
Telegram dated Llay 2nd from the Secretary of the Federal Reserve Bank of
San Francisco, advising that no quorum was present for & meeting of the board
°f directors on that date and consequently no change was made in the bank's
®xisting schedule of rates of discount and purchase.
Noted.
llatter approved on initials on lay 2nd, namely, application of the
chemical National Bank, New York, N. Y., for surrender of 15,000 shares of
f Stock in the Federal Reserve Bank of New York, effective if and when the
‘ bank converts into the Chemical Bank and Trust Company.
Formally approved.
Matter approved on initials on lMay 2nd, namely, application of the

,_Bank'of Commerce in New York, New York, N. Y., for 3,000 additional shares

°f stock in the Fedsral Reserve Bank of New York.

Formally approved.
For the information of the Board, the Assistant Secretary read a mem-

Orangum on the credit situation unanimously adopted today by the Chamber

of Commerce of the United States, now in session in its annual meeting; the

memOrandum containing the statement that the Chamber has confidence in the

Federal Reserve System and its adaptability to new conditions and holds that
ls the System.is entitled to the utmost cooperation.
| Noted.

Bond of lr. Clifford S. Young, recently designated as Acting Assist-
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8nt Federal Reserve Agent at the Federal Reserve Bank of Chicago, for a temp-
Orary period, in the amount of $50,000.
Approved.,
Letter dated April 30th from the Governor of the Federal Reserve Bank

0f New York, advising (1) of advances made to the Reichsbank under the usual

erms and conditions on shipments to the Federal Reserve Bank of 48,994,000

°f gold bars on the steamer "Berlin" and 6,689,000 on the steamer "Reliance';
(2) that the total amount of gold transferred to the Reichsbank in this country
by the Bank of France against shipments to Paris will be increased within the
18xt day or two to $128,412,000; (3) that the Bank of France has repurchased
Or engaged to repurchase 78,014,000 of this gold, but has advised that it
Will not care to repurchase any further amounts; and (4) that the total gold
loss suffered by the Reic¢hsbank since llarch 6th amounts to 214,692,000,
After discussion, the information contained in
the above letter was noted, that with regard to the
advances made to the Reichsbank, with approval.

Letter dated April 30th from the Deputy Governor of the Federal Reserve
Bank of New York, advising of a further sale of 2,500,000 from the Open larket
InveStment Account, reducing the holdings in the account to 17,500,000, exclu~
Slve of the amount temporarily takén over from the Federal Reserve Bank of St.
LouiS, which has been reduced to 6,000,000 through repurchase of ;33,500,000
by the St, Louis bank; the letter also advising of an increase in the amount of
acceptances held by the New York bank due to the acquisition of a block of bills
"hich will mature within a week and which, because of their early maturity, it
Woulq pe impracticable to apportion to other Reserve banks.

After discussion of the above letter, it was

voted to inguire of the New York bank from whom the
acceptances in guestion were acquired and as to the
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circumstances surrounding the transaction, which
resulted in a considerazble increase in the bill
holdings of the Federal Reserve System in the
published statement of lMay 2nd.

Letter dated May 1st from the Governor of the Federal Reserve Bank of
1 e
oW York, transmittine form of a report being recuested from member banks
q 5 = :
Nd private bankers in New York City as to the amount of funds held in New
York for foreign account; the letter stating that if the bank is successful
In compiling the amount of foreign funds held in this country, they may later
o0 broaden the scope of the inquiry to include American owned funds abroad.
During the discussion, the Vice Governor was
requested to suggest to the New York bank that if
it is successful in securing the information, it
communicate with the Federal Reserve Banks of Boston,
Philadelphia, Chicago and San Francisco, and suggest
that if they are disposed to make a similar inquiry

a more complete picture could be obtained.

llemorandum dated llay 3rd from the Chief of the Division of Bank Operations,

r . < - e A :
8Commendine the temporary appointment of liiss Geraldine Johnson, as Comptometer

OperatOF in the Division for a period not exceeding three months, at a salary
Of 41300 per annum, effective immediately.
Approved.

feport of Cormittee on Salaries and Expenditures on lists submitted by
the Federa]l RKeserve Banks of Boston and Chicago, of employees for whom the
directors of those banks approved leaves of absence with pay, on account of
illneSS, during the month of April and during the period ilarch 22nd to april
25th’ respectively, where the total of such absences since Jamary 1, 1929
fag 8xceeded thirty days; the Board's Cormittee recommending approval of the
salhry payments involved.

Lpproved.
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Letter dated May 2nd from the Federal Reserve iAgent at New York, request-
lng approval of the designation as Assistant Federal neserve Examiners of lessrs.
Harolg M. Wessel, Kalph W. Scheffer and John Brower, Jr., at present employees
In the Bank Examinations Department, without change in salsry at this time,

approved.

Letter dated lay lst from the Chairman of the Federal Reserve Bank of
St Louis, advising of the appointment by the Governor of Arkansas of lir. Hamp
williams, Director of the Little Rock Branch, as Chairman of the Special Plan-

) alrn Speclal Pléan
fing Committee for the Hot Springs Netional Park, an honorary position without
Salary; the letter inquiring whether the Board comnsiders this position as a
POIitical office within the meaning of its circular letter of April 7, 1925.

Lfter discussion, upon motion, it was
voted to interpose no objection to dr. Williams
holding the office in question while serving as
director of the Little Hock Branch.

Report of Committee on District #10 on the matter referred to it at the
meeting on April 23rd, namely, letter dated April 17th rrom the Federal Heserve
Agent at Kansas City, inquiring whether the Board would have any objection to
the appointment of lr. N. R. Oberwortmann, Bxaminer, as Assistant Cashier of the
ban ¥ith the understanding that such duties as he may be assigned as issistant
Qashier will be in addition to his duties as Zxaminer; the Committee, after fur-

heyp COrrespondence with the Federal Reserve Agent, recommending approval by the

Upon motion, it was voted to interpose no
objection to ilr. Oberwortmann's appointment as
Assistant Cashier.

Report of Conmittee on Zxaminations on letter dated ipril 26th from the

g
Sistg e :
Stant pederal ieserve Agent at Cleveland, reguesting permission, without
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Xpense to the member banks involved, to cooperate to the extent of an investi-
ga : X .
tion in exeminstions by the state banking department of the Depositors Savings
an 1 -2 T T - .
d Trust Company of Akron, the First State Bank of Newton Falls and the Citizens
T .
Tust apq Savings Bank of Columbus; the letter stating that the latter institu-
ti
°n has several branches and it may be necessary for the Federal Reserve Bank
to
Use more than one Examiner, and further, that in the event it is found de-
Sir
able to go beyond the usual investigation actual expenses incurred will be
as
Sessed against the bank.
Upon recommendation of the Committee on Examina-
tions, it was voted to interpose no objection to the
Federal Reserve Agent sending an Examiner into the
three member banks named at the time of their exam-
| ination by state authorities for the purpose of ob-
‘ taining certain general information, with the under-
standing that more than one EKxaminer may be used in
the case or the Citizens Trust and Savings Bank of
GColumbus, but that if the investigation of that bank
should go beyond the usual limits, the actual expenses
incurred will be assessed against the bank.
Letter dated May 2nd from the Assistant Federal Reserve agent at Cleveland,
rg
Mesting permission ror Examiners of that bank to go into the Brighton Bank
ang
Trust Company and the Western Bank and Trust Company, both of Cincinnati, for
8n
investigation at the time of their examinstion by the state authorities.
Upon motion, it was voted to interpose no objec~-
tion to the use of one Examiner at each member bank
for the purpose of making the usual investigation at
the time of the state examination.

Letter qated 4pril 30th from the Chairman of the Federal Reserve Bank of

Ry,
fmong,, advising that the board of directors of the bank at its meeting on

I dor
‘ A 11th concurred in the recormendation of the fall Conference of Governors

p!

8ng
Federal Reserve Agents that the Open Market Investment Committee be enlarged
by
placing thereon the Governor of each Federal HKeserve bank not now represented.

Noted.,
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The Assistant Secretary then referred to requests which have been re-
Ceived from several Federal ieserve banks for the temporary designation of
Acting Assistant Federal Reserve Agents at their branches, for the purpose
b maintaining stocks of unissued Federal feserve notes o1 the new size
during the turnover psriod. He stated that the several suggested arrange-
ments nag been discussed with Mr. James, Chairman of the Committee on
Salaries ang Expenditures, and were satisfactory to him.

Upon motion, they were approved as follows:

(1) Temporary designation as ascting Assistant Federal
Reserve Agents at Pittsburgh and Cincinnati of an employee
of each of these Branches who, over the stipulated period,
will be detached from his regular bank connection and the
temporary designation as alternate Acting issistant Federal
deserve Agent of the Assistant Auditor at each Branch.

(2) Temporary designation of lr. Charles H. Wyatt, lLan-
ager of the Baltimore Clearing House Association as icting
Assistant Federal Reserve igent at Baltimore, with salary
at the rate of ;50 per month, and of lir. R. L. Honeycutt,
llanager of the Charlotte Clearing House Association, as
Loting Assistant Federal Reserve Agent at Charlotte, with
salary at the rate of ;55 per month.

(3) Temporary designation as Acting Assistant Federal
Reserve Agent at Detroit of an Examiner at present on the
staff of the Federal Heserve Agent at Chicago.

(4) Temporary desienation as Acting issistant Federal
Reserve igent at the Houston, El Paso and 3an intonio Branches
of the iAssistant Auditors now stationed at those Branches,
who are sppointees of the Federal ieserve igent as Chairman
of the Board of Directors.

(5) Temporary desigmation as ~cting Assistant Federal
Heserve Agent at Los Angeles of lire John F. Prahl at present
Examiner on the staff of the Federal neserve Agent at San
Francisco, stationed in Los Angeles.

Letter dated April 30th from the Federal Reserve Agent at Dallas, request-
in o
S8 expression from the Board as to the advisability of publishing in pam-
phlet form, for distribution among member and eligible nonmember banks in the

4 : a
istrlct, a summary of the benefits of membership in the Federal deserve System
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Prepareq by Mr. W. J. Evans, assistant Federal Reserve Agent.
Ordered circulated.
emorandum from Lf. Hamlin dated lMay 1lst, submitting letters, together with
M analysis thereof, received from various building trade associations in
Massachusetts complaining of the impossibility of securing real estate loans.
Ordered circulated.

JED
ALDPOmMa QM AN T TAT/Y A AN TAINTA T
ORTS OF STANDING COMMITTEES:

Da L : -
ted, llay 1st, Recormending changes in stock at Federal Reserve banks as

2nd, set forth in the Auxiliary llinute Book of this date.
drd, Recormmendations approved.

ay 3rd, Recommending action on applications for fiduciary powers &s

set forth in the Auxiliary Minute Book of this date.
Recormendations approved.

May 1lst, Recommending approval of the application of iir. Arthur H.
Y/ells for permission to serve at the same time as director
of the Bryn llawr State Bank, Chicago, Ill., @nd as director
of the Kational Builders Bank, Chicago, Ill.

Dateq. i Approved.

sy lay 1lst, HRecommending approval of the application of Iir. J. W. Wake=-
field tfor permission to serve at the same time as officer
of the American National Bank, Nashville, Tenn., as di-
rector of the First National Bank, Smithville, Tenn., and
as director of the First National Bank, Springfield, Tenn.
Approved.

Dated,

Fea

Dateq,

The meeting adjourned at 4:20 p.me

Assistant Secretary.

r°"“‘=%/ f/")% ’

Vice Governore
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